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Main Points

1l Perceptions of South Africa’s Clothing
IRdustry

1 ldentification of Market Entry Strategies
1 Constraints on Entering/the US Market



erceptlons oF Seuth Africa’s
AppareliVendors

Oppoertunities Concerns

1 Excellent guality 1 Distant from markets
1 Safie bet in Africa 1 High cost
1 No guetas i Lowvelume

B

Re-orders and service

il Aceesstoregional
fialorics

o AGOA benefits
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Opportunities

1 U.S. companies perceive South African
suppliers as high guality but high cost
manufacturers

1 AGOA meansU.S, companies can take anew
loek at Seuth Africa
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Opportunities

1 Potential to eliminate tarifi costs and guota
COStsS

1 SeuthiAfrican Industry can target Fashion
and Fashion-Basics production to develop
NEewW BUSINESS



LR E

Opportunities
A ReglonaliHub; Heng Keng ofi Africa

i Logistics 1 Quality control
i Trade Finance 1 Materialsisourcing
i1 Merchandising i1 Product development
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concerns

1 Need toovercome perception that costs
are teo high

= Need to overcome concern that South
African falbric manufacturers cannot meet
the demandifior AGOA gualifications
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concerns

ol Needto overcome fiears that South African
Industry cannot meet corporate
expectations regarding Codes ofiConduct
and Security
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concerns

u Need to overcome fears that laborunrest Is
likely'to disrupt production

1 Need toiovercome fears that Seuth Africa
has proklems maintaining poelitical and
economic stanility
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US Market Entry Strategies



Today's Sourcing Paradigm
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1t Preduct
nt Cost

It Quantiity,
1t Standard

At Quality

RIg
RIg
RIg
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What Drvesithe U.S. Seurkeing
Decision

At Timing
ntPlace
nt\Way

At FIt

At Execution
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<\ﬁ?@at Drivesithe U.S. Sourcing Decisions

‘
| = Right Product

ldentify what the custoemer wants from the
realmiofiwhatis pessible (rawmaterials,
component parts, color/print, style &

N
\ functionality)
Q
o *




at Drives the U.S. Sourcing Decisions

= Right Cost

W

\ I
1. Ability to hit a target cost (duty,
< guota, logistics, raw materials,
~ manufacturing cost)
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at Drivesthe U.S. Seurcing Decisions

m Right Standard

Create garments consistent withithe brand
value preposition (guality of the raw materials;
construction, durability, etc.)
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at Drives the U.S. Sourcing Decisions

O nght Fit

— Ability to meet the customer’s
expectations for consistency and
comfort



PRSI,

at Drivesthe U.S. Seurcing Decisions

m| Right Quantity
Need to match the supply to the demand

Rapid re-orders to minimize markdowns and
charge-hacks
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at Drives the U.S. Sourcing Decisions

= Right Timing

— Ability to deliver the product when it’s
needed



PRSI,

at Drives the U.S. Sourcing Decisions

= Right Quality

— Assurance that the product is
manufactured exactly as conceived



at Drivesthe U.S. Seurcing Decisions

m Right Place

Ability toget product toithe correct point of
sale

Minimize political oreconomic upheavalithat
could disrupt preduction (risk assessment)




at Drivesthe U.S. Sourcing Decisions

3

<

.
e
N

= Right Way
— Floor Ready Merchandise (FRM)

— Minimize Distribution Center and In-
store handling



at Drives the U.S. Sourcing Decisions

= Right Execution

n,
»

‘I — Ensure that the product moves
<~ smoothly through the development,

manufacturing and retail stages

o *
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wo Routes to the Market

Direct

B Producer must have
demonstrated ability
In the above
competencies

m Canimeet large
volume requirements

m Developed contactsin
the US

Indirect

m US Buyers utilize
Sourcing agents, In-
nouse and\or
Independant

m Agents ensure the
requirements are met

m New\small producers
can enter--vetting




L L L

THEUS, DECISION-MAKERS FOR
SOURCING
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US DECISION-MAKERS

m Retailers = On-line
= Brands m Catalegues




Retailers

Channel
m Vass Merchants
m Department Stores
m| Speclalty Stores
m Discount Stores
m Outlet Stores
m Mail Orders

LR E

vV vV VvV V¥V ¥V

Who They Are
Wal-Mart
Nordstrom
The Limited
1.J. Max
VE Outlet
LL Bean
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US Retail Sales Channels 2001
(Tletal Sales o US'$166 Billion)

Other
Mail Order 5%
5% Department Stores

20%
National Chain

14%

Outlets
. \\
; Mass Merchants

21%

Discount Store
9%

A4S

S
Specialty Stores
24%

A-

L

urce: Apparel Market Monitor, Annual 2001; American Apparel and Footwear Association.
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Mass Merchants

m \Vost sales are at the bottom ofithe fashion
pyramid -- basics

m \/ery price sensitive
| Large guantities

| Direct and Indirect purchases
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Department Stores

m Provide amix ofFashion merchandise and
PASICS

| Broad range ofi price points
| Brroadrange of guantities for orders

m Direct and Iindirect orders



Specialty Stores

m Combine Eashion-basics withiFashion
ltems

< . m| Searchforthe new trends
m Willfpay higher price for the product with

consumer demand
4‘ m |nitial guantities not high; but need ability

toireceive re-oraers guickly.
m Both direct and indirect orders

V44
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PDiscount Stores

m FOCUS on hasics
| Price-ariven selling strategy
B High:-velume

m Prefer direct orders
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Outlet Stores

m No lenger only sell seconds ol overstocks
m \/ery price sensitive
m [ess emphasision speed to market

m Prefers direct orders
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Apparel Brands

m Concentrate on Fashion and Fashion-
PASICS

= Quality'’and delivery are non-negotianle
m Quantities vany

m Direct and Iindirect orders
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Catalegues

| FOCUS onFashion-basics and Basics
| Price andiDelivery are Important
| Long lead times for catalog printing

m Preferdirect but dosome indirect
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On-Line Retallers

m Stilla small share ofi U.S, Market

m| Oppoertunity for small runs andifashion
merchandise



OTHER FACTORS AFFECTING
VENDOR'SELECTION

m Qualifications for AGOA
Corporate Codes of Conduct

Security

Supply Chainiand Logistics

Eerereld
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Regulatory Reguirements

1 UlS. Customs regulations



Qualifications for AGOA

m U.S; Companies lookingfior reliable
suppliers will expect Seuth Africa vendors
tope familiarwith AGOA even It the first
sShipments receive no preference

LOng-term suceess depends on duty-free
preferences to offiset higher costs of doing
DUSINESS In the region

PR S,



Corporate Codes of Conaduct

= Most U.S. Companies requile approved
vendors to comply with Cede of Conduct

m Companies must be able teiensure the
Code of Conductis ALWAYS followed

| [his Is nen-negoetiable reguirement fior
brands and retailers
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Security

m Post September 11, 2001, U.S. Government
and U.S, Companies require high level of
security firom allivendoers

m| Customs:lrade Partnership Against
Terrorism(C-TPAT)

m| C-TPAT and Container Security Iniiative
addsianew layer of reguirements for the
manufactureraswellias the localllogistics

PR S,



Supply. Chain and Legistics

m SUpply Chain and Logistics canhethe
difference between success andfaiure

B Emphasis on Fashion andiFashion-Basic
and faster sourcing schedules puts
pressure on the manufiacturer

m| BUyers expect producersto sgueezetime
oUt orthe supply.chali”

LR E



Supply. Chain and Legistics

Harvard Business School recommendation:
“For textile ana apparelmantiacturers e
Ke)/ l0'SUCCESS IS theanllity lontroealce
sopnisticated jnionnanon links,
jorecasting capaniiites ana aistipuLor
/marnagement systems--tiaris, supply.

PR S,

chalnmanagement.”
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FULL-PACKAGE PRODUCTION

lloday andithe future
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FUll-Package Production

m Product develepment
| Falric seurcing

m Cutting

= Quality' Control

| [radeFinance

| [Logistics
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FUll-Package Production

jlﬁ m Apparel manufacturer must seurce all of

»
the materials reguiredfor the construction
. of a garment--factory to the floor:.

m| Apparel preducers must source yarns and
falbrics not providedby the buyers

N
>
N
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FUll-Package Production

jlﬁ m Investments in textile capacities are key

»

. m Buyers that usually provide fabric, trims
and zips are loeking for preducers that can

~ doitall; sothey can focus on thelr core

7 business--marketing:

o *




|
\ Sgueezing Lead Times

.

\ m Retailers are looking for producers that
canreact responsively inihigh retail sales
PEriods

m [he use of EDI'Is growing to speed

<
~ Information on product demand to apparel
4‘ producers

m Rapidre-orders that respond teimarket
demand



Sgueezing Lead Times

=loorReady Merchandise (FERM) IS
DECOMING pre-requisite (garments, labels,
UPC codes, packaging, Security tags,
nangers etc,)
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